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The Governor’s Fiscal 2022 Plan







Quick Look at Fiscal 2022 Budget

Budget Growth
Fiscal 2021-2022
(% in Millions)

2021 Plan 2022 Plan $ Change % Change

All Funds $50,390 $49,341 -$1,049 -2.1%
General Funds 18,757 20,064 1,307 7.0%
Special Funds* 14,600 13,898 -701 -4.8%
Federal Funds 17,033 15,379 -1,654 -9.7%

*Includes higher education funds.

J The Governor’s spending plan leaves a closing balance of $265.3 million at the
end of fiscal 2021 and $193.3 million at the end of fiscal 2022. The Rainy Day Fund
ends fiscal 2022 with a balance of $991 million (5.0% of general fund revenues).
Combined cash balances at the close of fiscal 2022 of $1.2 billion represent about
6.0% of general fund revenues.

J Overall spending declines in fiscal 2022 as temporary federal Coronavirus Aid,
Relief, and Economic Security (CARES) Act funding is exhausted and federal
Supplemental Nutrition Assistance Program (SNAP) expenditures decline as the
economy recovers and benefit enhancements expire. No funds from the
December federal COVID Relief Act are reflected in the budget.

J The Administration’s plan accounts for $617 million of general fund tax relief in
fiscal 2021 and $52 million in fiscal 2022.

o The proposed RELIEF Act of 2021 provides stimulus payments to lower
income households and targeted tax relief for households and businesses.

. Other administration proposals expand the Research and Development Tax
Credit and offer tax relief for military retirees and Hometown Heroes.

. Beginning in fiscal 2023, the Governor proposes phasing-out the income
tax on retirement income.

. Ongoing revenue losses from the proposals will grow to $401 million in
fiscal 2026.



General Fund Impact of Administration Tax Relief Proposals
Fiscal 2021-2022

(% in Millions)
2021 2022

RELIEF Act

Repeal State and Local Income Taxes on Unemployment Benefits -$50.0 -$20.0

Stimulus Payments for Earned Income Tax Credit Recipients of Up

to $750 (families)/$450 (individual) -266.7

Sales Tax Vendor Credit of Up to $3,000 for Four Months -300.0

Other Tax Changes

Military Retirement Income -$18.4

Hometown Heroes -6.8

Expand Research and Development Tax Credit -6.5

Phase-out Income Tax on Retirement Income (Begins in Fiscal 2023)

Total Revenue Loss -$616.7 -$51.7
J The Administration’s balancing plan rests on a Budget Reconciliation and

Financing Act (BRFA) that reduces general fund spending by $826 million and
generates $224 million of revenue.

Budget Balancing Plan
Fiscal 2021-2022

(% in Millions)
Fiscal 2022 Ending Balance Before Legislation -$188
RELIEF Act -637
Other Targeted Tax Relief Bills -32
Budget Reconciliation and Financing Act 1,050

Spending Reductions = $826 Million

Rainy Day Fund ($422 Million)

Health Exchange Reinsurance Fund to Support Medicaid ($200 M)
Transfers/Revenues = $224 Million

Transfer Tax Diversion ($101 Million)

No Revenue Volatility Set-Aside ($80 Million)

Fiscal 2022 Ending Balance With Legislation $193

With a structural budget gap of about $76 million, the budget adheres to the
Spending Affordability Committee (SAC) goal of a gap of no more than $700 million.
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Structural Budget Outlook

DLS Estimates under Administration Plan
Fiscal 2022-2026

($ in Millions)
-$76
-$393
-$425
-$459
-$530
2022 2023 2024 2025 2026

DLS: Department of Legislative Services

Other

Key Features

K-12 education formulas are fully funded with an additional $213.6 million of
discretionary Blueprint funds allocated to hold school systems harmless for
enrollment declines and for special education transportation costs. Another
$151.6 million of Blueprint funds are allocated to supplemental instruction and
tutoring.

$174.9 million of Blueprint funds are allocated to offset a shortfall in Education
Trust Fund revenues in fiscal 2020 and 2021.

Rates for most health care providers, including those serving the developmentally
disabled and people with behavioral health needs, increase 4.0% effective
January 2021, six months sooner than required by statute.

Monthly Temporary Cash Assistance benefits are increased by $100 per recipient
for the period of January 2021 to June 2021.



With the exception of community college aid and a grant to the City of Annapolis,
all local aid mandates are fully funded. Community college aid is capped at 5.5%
growth, saving the State $26.6 million while providing the schools with a
$13.6 million increase. Under the Administration plan, local governments would
pay a larger share of State Department of Assessments and Taxation
administrative costs.

Tuition for in-state students at the University System of Maryland grows 2.0%.
Aid to nonpublic higher education institutions is level funded, saving $29.8 million.

No funds are included in the budget for a general salary increase or increments for
State employees. The Administration has agreed to provide some bargaining units
with a $500 bonus and a 1% salary increase in fiscal 2022 if fiscal 2021 revenues
exceed the December revenue estimate by specified amounts.

Capital spending from general obligation (GO) bonds is funded at the SAC
recommended level of $1,105 million. The bond authorization is supplemented by
$244 million of bond premium revenues, including $125 million to fund a portion of
a mandated capital grant to the Washington Metropolitan Area Transit
Authority (WMATA).

$100.6 million of transfer tax revenues are diverted to the general fund with GO
bonds used to backfill funding for Program Open Space and related programs.

The budget dedicates $313.1 million to school facility needs, including
$13.5 million for school safety grants. The Governor also anticipates issuing
$520 million of revenue bonds contingent on enactment of school construction
legislation.

Potential Legislative Issues

The appropriate level of cash reserves to maintain given uncertainty about the near
term revenue outlook.

How to spend new federal stimulus funding. The allowance does not contain any
of the federal funding from the December COVID-19 Relief Act (about $1.4 billion
should ultimately be added) and makes no assumptions about future federal
stimulus funding.

Veto overrides, including the Kirwan legislation. Overriding the Kirwan veto will not
impact the fiscal 2022 budget but would increase general fund spending by
fiscal 2026.



The best uses of a $200 million fiscal 2021 deficiency appropriation for unspecified
COVID-19 costs.

Whether to proceed with the repayment of prior transfer tax diversions and whether
to fully backfill the proposed $100.6 million fiscal 2022 diversion with bonds in the
fiscal 2022 budget.

The implications of the Administration’s plan to divert $100 million a year from the
Maryland Health Benefit Exchange reinsurance fund to support Medicaid costs
from fiscal 2021 through 2026.

The plan to fund a mandated capital grant to WMATA with revenues from bond
premiums rather than the Transportation Trust Fund.

Cigarette Restitution Funds allocated to Broadening Options and Opportunities for
Students grow by $2.6 million to $10.0 million.

Whether to pursue recovery of fiscal 2020 overpayments to behavioral health
providers of more than $163 million. No recovery is assumed in budget but the
Maryland Department of Health indicates recoupment is planned.

No capital funds are earmarked for legislative bond initiatives.



2021 Session To Do List

General Fund Balance Before Legislation

Revenue Actions

Transfer Tax Diversion (to Be Replaced with General Obligation Bonds)

Set Revenue Volatility Adjustment at $0 in Fiscal 2022 Only

Maryland Health Benefit Exchange Mandate Decrease

*Research and Development Tax Credit

*Hometown Heroes

*Military Retirement Income

*Eliminating State Income Tax on Unemployment Insurance (Fiscal 2021 and 2022)
*Earned Income Tax Credit Rebate for Tax Year 2019 and 2020 (Fiscal 2021)
*Enhanced Vendor Discount on Sales Tax (Four Months) (Fiscal 2021)

Fund Balance Transfers
State Unemployment Insurance Fund Balance Transfer (Fiscal 2021)
Consumer Protection Recoveries

Reserve Fund/Liabilities Actions

Reduce Appropriation to Rainy Day Fund to Leave a Balance of 5%
Delay Program Open Space Repayment

No Pension Sweeper and Retiree Health Sweeper in Fiscal 2022 Only

$100.6
80.0
3.0
-6.5
-6.8
-18.4
-70.0
-266.7
-300.0

$30.0
10.0

$422.0
43.9
50.0

-$188.2

-$484.8

$40.0

$515.9



Contingent Reductions

Level Fund Joseph A. Sellinger Formula and Alter Future Growth

Slow Growth of Senator John A. Cade Funding Formula and Alter Future Growth
Level Fund Maryland State Arts Council and Alter Future Growth

DNR Fisheries Research and Development Fund One-time Repeal of Mandate
Maryland Public Broadcasting Commission Mandate Repeal

City of Annapolis Mandate Reduction

Loan Assistance Repayment Program For Foster Care Recipients Mandate Repeal

Contingent Appropriation
*Create a Coordinator of Autism Strategy in the Governor's Office of Community
Initiatives

Fund Swaps

Use Reinsurance Program Provider Assessment Fund Balance for Medicaid
(Fiscal 2021 and 2022)

Medicaid Deficit Assessment Alteration

Use Medical Cannabis Commission Fund Balance to support BHA

Increase local share of SDAT to 60%

Use Board of Examiners of Professonal Counselors Fund Balance to support BHA
Use Consumer Protection Funds for Financial Consumer Protection in the Office of
Attorney General

Use Board of Pharmacy Fund Balance for MDH Office of Controlled Substances
Administration

General Fund Balance After Legislation

*Denotes items not in the Budget Reconciliation and Financing Act of 2021
BHA: Behavioral Health Administration

DNR: Department of Natural Resources

MDH: Maryland Department of Health
SDAT: State Department of Assessments and Taxation

$29.8
26.6
2.9
1.8
0.8
0.4
0.1

$0.1

$200.0

35.0
6.0
3.9
2.0

0.7

0.5

$62.4

$0.1

$248.1

$193.3



Special Fund Reductions and Appropriations Contingent on BRFA or Other Legislation

Fiscal 2021

Use Marketplace Facilitator Revenues to Cover ETF Shortfall

Use Reinsurance Program Provider Assessment Fund Balance for Medicaid
Medicaid Deficit Assessment Alteration

Fiscal 2022

*WMATA Contribution Contingent on Funding Mandate through Bond
Premiums

Maryland Health Benefit Exchange Mandate Decrease

Community Health Resource Commission Mandate Change

MDA Maryland Agricultural Land Preservation Program Transfer Tax Revenue
Diversion

DNR Program Open Space due to Transfer Tax Revenue Diversion

*Denotes items not in the Budget Reconciliation and Financing Act of 2021

BRFA: Budget Reconciliation and Financing Act

DNR: Department of Natural Resources

ETF: Education Trust Fund

MDA: Maryland Department of Agriculture

WMATA: Washington Metropolitan Area Transit Authority
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$174.8
100.0
35.0

$125.0

-3.0
-4.4

-31.0
-69.6

$309.8

$17.1



Blueprint Fund Outlook

Fiscal 2021-2026

(% in Millions)

Governor's Budget 2021
Starting Balance of Blueprint Fund $301
Education Trust Fund Lockbox Revenue 250
Blueprint Revenue 497
Backfill Fiscal 2020 and 2021 ETF Shortfall -175
Spending on Blueprint Purposes — Budget/Forecast -389
Ending Balance of Blueprint Fund $484
Impact of Veto Override Blueprint Legislation
Additional Balance Available from Prior Year
Veto Override — Sales Tax on Digital Downloads $40
Veto Override — Blueprint for Maryland's Future
(Includes Built to Learn Act)

$40
Ending Balance of Blueprint Fund After Veto Overrides $524

General Fund Impact of Veto Overrides

ETF: Education Trust Fund

11

2022 2023 2024 2025
$484  $554 $1,532 $2,551
375 550 557 564
447 463 497 545
-752 -35 -35 -35
$554 $1,532 $2,551 $3,624
$40  $136
96 105 $113 $119
-1,038  -1,340 -1,464
$136  -$797 -$1,227 -$1,345
$730  $735 $527 $255
-$45 -$46 -$46

2026

$3,624
571
596

-35
$4,756

$123

-1,705
-$1,582

-$195

-$241



Blueprint for Maryland's Future Fund Expenditures
Fiscal 2021-2022

(% in Millions)
2021 2022 Difference

Hold Harmless Grants* $0.0 $213.7 $213.7
Concentration of Poverty Grants 65.2 71.9 6.7
Teacher Salary Incentives 75.0 75.0 0.0
Transitional Supplemental Instruction 23.0 174.6 151.6
Mental Health Services Coordinators 2.0 2.0 0.0
Special Education Grants 65.5 65.5 0.0
Prekindergarten Supplemental Grants 64.0 53.7 -10.4
Early Education 45.6 54.7 9.2
Prekindergarten Expansion Grants 26.6 26.6 0.0
MSDE Innovative Programs** 9.4 9.4 0.0
Teacher Collaborative Grants 2.5 2.5 0.0
MHEC Teaching Fellows Scholarship 2.0 2.0 0.0
Declining Enroliment Grants 7.6 0.0 -7.6
Blueprint Outreach 0.3 0.0 -0.3
Medicaid Direct Certification Initiative 0.2 0.0 -0.2
Total $388.8 $751.6

ETF Shortfall in Fiscal 2020 and 2021 -$174.8

* Includes Declining Enrollment and Special Education Transportation hold harmless grants;
Declining Enroliment grants calculated to provide each school system an increase over prior year.

** |ncludes $4.5 million for Learning in Extended Academic Programs (LEAP), $2.5 million for
Early Literacy Initiative, $2 million for Career and Technical Education Innovation Grants, $250,000
for Teacher Recruitment and Outreach, and $126,170 for MSDE Community Schools Director.

Note: [talics indicate related provision in the Budget Reconciliation and Financing Act of 2021.
ETF: Education Trust Fund

MHEC: Maryland Higher Education Commission
MSDE: Maryland State Department of Education
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House Bill 612/Senate Bill 496
The RELIEF Act of 2021

Individuals

State and Local Income Taxes on Unemployment Benefits

Creates a permanent income tax subtraction modification beginning in
tax year 2020 for unemployment benefits paid to an individual.

Administration estimates a general fund revenue loss of $70 million across
fiscal 2021 and 2022. Local income tax revenue loss estimated at $40 million for
the same period.

Direct Stimulus Payments for Earned Income Tax Credit Recipients

Requires stimulus payments for taxpayers that received the earned income tax
credit in tax year 2019 or 2020.

o For credit recipients in tax year 2019, a payment of $500 (family) or $300
(individuals).

. For credit recipients in tax year 2020, a payment of $250 (family) or $150
(individuals).

Administration estimates a general fund cost of $267 million in fiscal 2021.

Businesses

Sales Tax Vendor Credit

Authorizes certain businesses that collect less than $6,000 in sales tax during a
month to retain up to $3,000 of the amount that the business is otherwise required
to remit to the State.

The credit is available for up to four months starting with the month that begins
immediately following the effective date of the Act.

Administration estimates a general fund revenue loss of $300 million in fiscal 2021.

State and Local Income Taxes on COVID-19 Loan and Grant Forgiveness

Creates an income tax subtraction modification for tax years 2020 and 2021 for
certain federal, State, and local grants and loans for the purpose of assisting with
economic hardships resulting from the pandemic.

Administration estimates that the State will forego $40 million of general fund
revenues.

13



Unemployment Tax Relief for Businesses

J Excludes benefit charges (layoffs) from impacting an employer’s experience rating
for fiscal years 2020 and 2021 for the purpose of calculating the employer’s rate
of contribution. An employer’s rate of contribution will instead be calculated based
on their non-pandemic experience by using fiscal years 2017 through 2019.

J Administration assumes savings for businesses of over $300 million.

Equity Participation Investment Program (EPIP)
J Authorizes the Maryland Small Business Development Financing Authority to

convert to a grant up to $50,000 per business of financing provided in fiscal 2021
or 2022 under the EPIP.

14



State and Federal Stimulus Funding Totals $30 Billion
(% in Millions)
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B CARES Act and Maryland Funding ODecember Federal Stimulus

CARES: Coronavirus Aid, Relief, and Economic Security
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December Federal Stimulus Funds —
Funds Are Not Included in Allowance

(% in Millions)
Higher Education
Public Four-year Institutions $153.5
Community Colleges 120.4
MICUA Institutions 34.8
Other Higher Education Privates and For Profits 6.3
K-12 Education
K-12 Education (90% to LEAS) $869.0
Governor's Fund (Flexible) $20.1
Governor's Fund (Reserved for Nonpublic Schools) $37.6
Rental Assistance
Emergency Assistance for Renters $402.4
Health
Testing $335.6
Vaccines 75.3
Mental Health Block Grant (at Least Half Direct to Facilities) 32.6
Substance Abuse Prevention and Treatment Block Grant 31.9
Provider Relief Fund Minimal
Human Services
Child Care and Development Block Grant $130.4
Emergency Food Assistance 5.0
Head Start 2.8
Social Services/Foster Care Transition to Adulthood 4.5
Congregate Meals and Home Delivered Meals 2.9
Transportation
Highways $149.3
Airports 22.5
Transit — Baltimore 76.2
Transit — Rural Area Grants 9.1
Transit — Disability 0.6
WMATA 610.0
Business Assistance
Paycheck Protection Program and Business Loans $4,671.0
Total $7,804.0
Funds that Will Be Included in State Budget $1,336.0

Note: Chart does not include 15% increase in Supplemental Nutrition Assistance Program benefits, stimulus
payments to individuals, and extra $300 per week of unemployment benefits.

LEA: Local Education Agencies

MICUA: Maryland Independent College and University Association
WMATA: Washington Metropolitan Area Transit Authority
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Economic and Revenue Outlook

17



18



Maryland Economy — 2020

Employment Housing Market
Unemployment

Percent Difference Insurance Existing Median

Change Over Unemployment Benefits Home Sales Home Price
Month Over 2019 Dec. 2019 Rate ($ in Millions) Over 2019 Over 2019
January 1.0% 12,600 3.3% $39.2 10.6% 4.7%
February 1.0% 12,900 3.3% 37.0 2.0% 7.3%
March -0.1% -17,900 3.3% 51.4 2.5% 8.9%
April -13.0% -375,400 10.1% 224.3 -14.1% 8.7%
May -12.0% -347,000 10.0% 293.5 -32.4% 2.6%
June -9.2% -273,100 8.3% 314.8 -6.8% 3.8%
July -7.3% -216,400 7.8% 231.0 8.1% 7.3%
August -6.6% -198,700 7.0% 205.9 4.6% 9.7%
September -5.8% -179,300 7.6% 118.7 23.1% 10.4%
October -4.9% -153,800 7.7% 138.0 27.6% 15.0%
November -4.4% -129,700 6.8% 78.5 25.6% 12.2%
December 22.8% 11.2%
Year-to-date -5.6% n.a. 6.8% $1,732.4 5.1% 8.5%
Federal Unemployment Insurance Payments (March to December) $7,749.0

Note: Employment and the unemployment rate based on seasonally adjusted data. Unemployment insurance benefits from the U.S. Department of
Labor and reflect the regular state program only. Federal unemployment insurance payments from the Maryland Department of Labor and include
payments under the following programs: Federal Pandemic Unemployment Compensation ($4.5 billion); Pandemic Unemployment Assistance
($2.4 billion); Pandemic Emergency Unemployment Compensation ($301 million); Lost Wages Assistance ($438 million); and Extended Benefits
(%40 million). Data on home sales and the median home price from the Maryland Association of Realtors.
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State and Local Income Tax Withholding Collections: January — December

(% in Millions)
2019 2020 $ Change % Change
Government $3,666 $4,118 $452 12.3%
From Ul Benefits 6 261 254 3947.8%
Government Exc. Ul $3,660 $3,858 $198 5.4%
Private Sector — Increasing Industries $10,051 $10,440 $389 3.9%
Finance and Insurance 1,321 1,388 68 51%
Retail Trade 637 692 55 8.6%
Professional/Business Services 2,755 2,872 117 4.3%
Construction and Manufacturing 1,330 1,363 33 2.5%
Health Care and Social Assistance 1,458 1,513 56 3.8%
Other 2,551 2,611 60 2.3%
Private Sector — Decreasing Industries $884 $789 -$95 -10.8%
Accommodation and Food Service 291 240 -51 -17.5%
Arts, Entertainment and Recreation 110 100 -11 -9.8%
Personal/Repair Services and Nonprofits 331 320 -11 -3.4%
Other 152 129 -22 -14.7%
Private Sector — Total $10,936 $11,229 $293 2.7%
Total Withholding $14,602 $15,347 $745 5.1%
Total Excluding Ul benefits $14,595 $15,086 $491 3.4%
Adjusted for Local Rate Increases* $14,595 $14,961 $365 2.5%

* Seven counties increased their local income tax rate between 2019 and 2020: Anne Arundel, Baltimore, Dorchester, Kent,
St. Mary's, Washington and Worcester counties.

Ul: Unemployment Insurance

Source: Bureau of Revenue Estimates, Comptroller of Maryland
20



Maryland General Fund Revenues
($ in Millions)

Fiscal 2021 Fiscal 2022
Percent Change Percent Change
Sep 2020 Dec 2020 Difference vs. Fiscal 2020 Sep 2020 Dec 2020 Difference vs. Fiscal 2021

Personal Income Tax $10,784  $10,850 $66 1.4% $11,200 $11,316 $115 4.3%
Corporate Income Tax 1,095 1,065 -30 1.3% 1,139 1,190 50 11.7%
Sales and Use Tax 4,624 4,700 76 1.4% 4,938 4,934 -4 5.0%
State Lottery 572 607 35 10.7% 584 595 10 -2.0%
Other 1,634 1,551 -83 -8.8% 1,815 1,854 38 19.5%
Volatility Adjustment 0 0 0 n.a. -12 -80 -68 n.a.
Total General Funds® $18,710  $18,774 $64 0.7% $19,666  $19,808 $143 5.5%

Selected Special Funds
Blueprint Fund

Sales Tax $364 $447 $83 93.1% $364 $447 $83 0.0%
Corporate Filing Fees @) 0 50 50 n.a. 0 0 0 n.a.
Casinos — ETF 516 512 -4 28.9% 543 544 0 6.3%

ETF: Education Trust Fund

@ The Budget Reconciliation and Financing Act (BRFA) of 2019 (Chapter 16) limits the general fund to the first $66.3 million of corporate filing fees in fiscal 2021 with the
remainder distributed to the Blueprint Fund. The September estimate inadvertently included all fiscal 2021 corporate filing fee revenue in the general fund, failing to reflect
the estimated $33 million distribution to the Blueprint Fund.

@ The BRFA of 2020 (Chapter 538) eliminated the Rate Stabilization Fund beginning in fiscal 2022. The insurance premiums tax revenue that was distributed to the fund will

be directed to the general fund. Adjusted for this law change, general fund revenue growth in fiscal 2022 would be about 4.4% over fiscal 2021.

Source: Board of Revenue Estimates

21



22



Operating Budget
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General Fund: End-of-Year Balances

Fiscal 2020-2022

($ in Millions)
2020 2021 2022
Actual Working Allowance
Total Funds Available $19,791 $19,022 $20,257
Total Spending $19,088 $18,757 $20,064
Cash Balance/(Shortfall) $703 $265 $193
Structural Balance (Ongoing Revenues Less Ongoing Spending) -$308 -$508 -$77
Estimated Rainy Day Fund Balance — June 30 $1,177 $884 $991
Total Cash (Rainy Day Fund and General Fund Balance) $1,881 $1,150 $1,184
Rainy Day Fund Balance In Excess of 5% $246 -$55 $1
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Rainy Day Fund Activity

Fund Balance
Fiscal 2021-2022

(% in Millions)
Statutory 5% of General
$1,600 Appropriation Fund
FY 21 $526 million $1.410 Revenues
$1,400  Beginning
Balance \
$1,184 FY 22
$1,200 v Ending
Tes Balance
Beginning $988 $991
$1,000 934 Balance
$880 $884
Contingent
$800 - : Reduction
RZ%%?/Z]:;/: Assumed -$422 million
$600 Initiative GF Transfer
-$250 million -$54 million
$400
$200
$0

Maryland Strong: Economic Recovery Initiative

Program Agency $ in Millions
Restaurant Relief Commerce $80
COVID-19 Emergency Grant Program Commerce 50
Support for Hotels/Hospitality Businesses Commerce 50
Relief for Main Street Communities DHCD 35
Layoff Aversion Program MDL 20
Rural Businesses TEDCO 5
Maryland Small Business Development Financing Authority = Commerce 5
Emergency Arts Grants Commerce 3
Hometown Tourism program Commerce 2
Total $250
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Fiscal 2021 General Fund Spending Is Reduced by $274 Million
Increased Spending on Entitlements Based on Enrolilment Growth and COVID-related
Operating Expenses Is More Than Offset by Savings from Additional Medicaid Federal Funds

(% in Millions)
400
¥ $328.8
$228.2

$200
$0

-$200 I

-$274.1
-$400
-$600
-$800
-$893.7
-$1,000
Entitlements Operating Accelerated Operating Fiscal 2020 and Total
Expenses: COVID 4% Provider Expenses: Other 2021 Enhanced
Rate Increase Federal Match/Other

Medicaid Revenues
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Fiscal 2021 Deficiencies Total AlImost $2.7 Billion,
Primarily Federal Funding for Entitlements and the Enhanced Medicaid Match

(% in Millions)
[r— ——=_
Entitlements Fiscal 2020 and Operating ETF Shortfall Accelerated Use of Operating
2021 Expenses: COVID 4% Provider Bond Premium  Expenses: Other
Enhanced Federal Rate Increase
Match/Other
Medicaid
Revenues

@ General Fund

B Special Fund
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Fiscal 2022 Operating Budget by Fund Type and Fiscal 2021 to 2022 Growth
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Backfilling for One-time Fiscal 2021 Federal Funds and Other Funding Drives

General Fund Growth of $1.3 Billion
(% in Millions)

$1,800

$1,600

$1,400

$1,200

$1,000

$800

$1,307

$600

$400

$200

$0

Backfilling Other Entitlements State Debt Other Local PAYGO One-time Total
One-time Eund Caseloads/ Agencies/ Service Aid DBM

Federal Swaps Costs Personnel COVID

Funds Funding

Note: Entitlement caseloads/costs, State Agencies/Personnel, and Local Aid data are exclusive of backfilling one-time federal funds and other fund swaps.

30



$250

$200

$150

$100

$50

$0

State Agency and Personnel General Fund Growth Excluding Backfilling and

DBM COVID Funding Is Modest
(% in Millions)

$1.3
$24.4
$27.0
$141.8
$40.6
Fiscal 2021 DHS: Primarily DDA State Health Behavioral Employee and Other Public Safety: USM/MSU: Total

Salary Increase  MD THINK Facilities Health Retiree Health Savings from Nonpersonnel
Annualization Chapters Insurance Closure of  Grant Funding

572/576 Eastern and

Southern
Pre-release
Units/One-time
Costs
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Fiscal 2022 Statewide Personnel Actions

Fiscal 2022

2% General Salary Increase Annualization: The cost to annualize
the 2% general salary increase effective January 1, 2021. (Funding for
the fiscal 2021 portion of this increase was provided in the fiscal 2021
appropriation.)

State Law Enforcement Officers Labor Alliance (SLEOLA)
Employee General Salary Increase and Increment: Members of
SLEOLA receive a 4% general salary increase and employee
increments effective July 1, 2021.

Correctional Officer Bonuses: Funding is provided for retention and
recruitment bonuses for correctional officers (CO).

State Hospital Security Personnel Salary Enhancements
(Chapter 572 of 2020): Legislation requires salaries of certain security
staff at State hospitals to be equivalent to COs with similar training.

Perkins and Other Hospital Salary Enhancements

(Chapter 576 of 2020): Legislation requires salary enhancements for
certain patient care staff at Clifton T. Perkins Hospital center as well as
other facilities where forensic admissions in the prior fiscal year make
up 75% of admissions.

Annual Salary Review Enhancements: Targeted salary increases for
fiscal specialists, fire protection engineers, principals, and to increase
pay to $15/hour for certain employees.

Fiscal 2022 Total

Note: MPEC and AFT bargaining units will receive a $500 bonus on January 1, 2022, if fiscal 2021 revenues
exceed the Board of Revenue Estimates' estimate by $75 million and a 1% cost-of-living adjustment (COLA)
effective April 1, 2022, if revenues exceed the estimate by $200 million. Funding for these amounts is not
included in the allowance. Funding for the COLA includes funds for nonbudgeted agencies. AFSCME has

not come to an agreement with the State for 2022.

AFSCME: American Federation of State, County and Municipal Employees
AFT: American Federation of Teachers
MPEC: Maryland Professional Employees Council

Source: Department of Budget and Management; Department of Legislative Services
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$81.2 $107.5
14.2 17.2
7.9 7.9
47 47
25.8 25.8
5.1 7.9
$138.8 $170.9



State Aid to Local Governments
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State Aid by Governmental Entity

Amount and Percent of Total

State Funds

($ in Millions)
FY 2022 Percent
State Aid Amount of Total
Public Schools $7,413.6 85.6%
Libraries 84.9 1.0%
Community Colleges 344.9 4.0%
Local Health 65.8 0.8%
County/Municipal 749.0 8.7%
Total $8,658.2 100.0%
Change in State Aid
State Funds
($ in Millions)
FY 2022 Percent
Aid Change Change
Public Schools $196.9 2.7%
Libraries 1.1 1.3%
Community Colleges 14.1 4.3%
Local Health 4.4 7.2%
County/Municipal 13.7 1.9%
Total $230.1 2.7%
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State Funds
Fiscal 2020-2022

State Aid by Major Programs

($ in Millions)
Percent
2020 2021 2022 Difference Difference

Public Schools
Foundation Programs $3,429.6 $3,502.7 $3,413.4 -$89.3 -2.5%
Compensatory Aid 1,330.4 1,364.7 1,285.8 -78.9 -5.8%
Limited English Proficiency 3111 348.2 334.3 -14.0 -4.0%
Special Education - Formula Aid 303.2 314.9 306.6 -8.2 -2.6%
Special Education - Nonpublic 1235 123.9 123.9 0.0 0.0%
Student Transportation 303.0 310.2 288.1 -22.1 -7.1%
Guaranteed Tax Base 43.7 41.2 49.9 8.6 20.9%
Head Start/Pre-Kindergarten 50.7 29.6 29.6 0.0 0.0%
Blueprint Programs 245.7 340.3 497.4 157.1 46.2%
Blueprint Hold Harmless 0.0 0.0 213.7 213.7
Other Education Programs 93.2 90.7 92.0 1.3 1.5%
Subtotal Direct Aid $6,234.1 $6,466.4 $6,634.6 $168.2 2.6%
Retirement Payments 767.9 750.3 779.0 28.7 3.8%
Total Public School Aid $7,002.0 $7,216.7 $7,413.6 $196.9 2.7%
Library Aid $83.0 $83.8 $84.9 $1.1 1.3%
Community College Aid $330.3 $330.8 $344.9 $14.1 4.3%
Local Health Grants $59.4 $61.4 $65.8 $4.4 7.2%
County/Municipal Aid
Transportation $242.9 $242.6 $259.9 $17.4 7.2%
Public Safety 150.5 182.2 183.0 0.7 0.4%
Disparity Grant 146.2 158.3 148.0 -10.3 -6.5%
Gaming Impact Aid 67.5 89.8 91.8 2.0 2.3%
Other Grants 57.1 62.5 66.3 3.8 6.2%
Total County/Municipal Aid $664.1 $735.3 $749.0 $13.7 1.9%
Total State Aid $8,138.9 $8,428.1 $8,658.2 $230.1 2.7%
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State Aid to Local Governments — Comparison by Per Capita Aid and Annual Change

Fiscal 2021-2022

$ in Millions

Percent
County 2021 2022 Difference Difference
Allegany $123.3 $125.4 $2.0 1.6%
Anne Arundel 568.7 586.9 18.2 3.2%
Baltimore City 1,270.2 1,315.6 45.4 3.6%
Baltimore 940.6 969.3 28.7 3.1%
Calvert 116.4 118.3 2.0 1.7%
Caroline 79.8 80.7 1.0 1.2%
Carroll 184.1 187.1 3.0 1.6%
Cecll 145.9 148.2 2.3 1.6%
Charles 242.1 249.3 7.2 3.0%
Dorchester 64.2 66.3 2.2 3.4%
Frederick 341.4 347.9 6.5 1.9%
Garrett 39.2 40.8 1.6 4.0%
Harford 291.8 297.4 5.6 1.9%
Howard 389.2 396.7 7.4 1.9%
Kent 15.1 15.9 0.8 5.4%
Montgomery 1,065.1 1,096.6 31.5 3.0%
Prince George’s 1,547.4 1,576.9 29.6 1.9%
Queen Anne’s 50.3 51.2 0.9 1.8%
St. Mary’s 139.1 141.7 2.6 1.9%
Somerset 50.4 51.1 0.7 1.3%
Talbot 26.6 27.9 1.3 4.8%
Washington 246.1 250.3 4.2 1.7%
Wicomico 207.2 211.2 4.0 1.9%
Worcester 40.5 43.0 2.5 6.2%
Unallocated 2435 262.5 19.0 7.8%
Total $8,428.1 $8,658.2 $230.1 2.7%
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Transportation Trust Fund Forecasts
Fiscal 2021-2025

(% in Millions)
Jan. 2020 Sep. 2020 Jan. 2021
Einal Draft Change Final Change

Revenues

Taxes and Fees $16,202 $14,944  -$1,259 $15,114 $170

Operating and Other Revenues 2,957 2,467 -490 2,407 -60

Federal Operating Assistance 530 678 148 687 9

Bond Proceeds and Premiums 1,715 1,109 -606 1,535 426

Change in Fund Balance -25 -61 -36 85 146
Total Revenues $21,379 $19,137 -$2,243 $19,828 $691
Expenditures

Debt Service $2,339 $2,215 -$124 $2,245 $30

Operating Budget 12,599 11,863 -$736 11,862 -1

Deductions to Other Agencies 405 393 -$12 394 1

Highway User Revenues 1,281 1,192 -$89 1,220 28

State Capital Program 4,755 3,474  -$1,282 4,107 633
Total Expenditures $21,379 $19,137 -$2,243 $19,828 $691

J The revenue outlook improved slightly compared to the September 2020 forecast,

but total five-year revenues are still more than $1.5 billion lower than in the
January 2020 forecast. Motor fuel tax revenues are projected at $717 million less
than in January 2020, and operating revenue projections were written down by
$558 million.

J Operating spending over the five-year period is $737 million less in the
January 2021 forecast than in the previous forecast, and State funding for capital
spending is $648 million lower.

° The forecast does not include an estimated $258 million in funding for
transportation Maryland expects to receive from the December 2020 federal
stimulus legislation.

41



Transportation Capital Program
Percent and Dollar Change in Funding
January 2021 Plan vs. January 2020 Plan
($ in Millions)

R $35 H
Maryland Transit Administration $

$373

-$23

-$205
State Highway Administration $
-$335

Other sus | [

$4

. . . . -$4
Washington Metropolitan Area Transit Authority E

-25% -20% -15% -10% -5% 0% 5% 10% 15% 20%
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Source: Maryland Department of Transportation; Department of Legislative Services
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Transportation Operating Expenses
Percent and Dollar Change in Funding
January 2021 Forecast vs. January 2020 Forecast

($ in Millions)
-12% -10% -8% -6% -4% -2% 0%
 Administrati $25 H
Maryland Transit Administration $275 |
Washington Metropolitan Area Transit Authority $45 E
State Highway Administrati 525 | [
ate Highwa ministration
gnway -$139 [
oth -$57
1 -$299
BFY 2022 OFY 2021-2025

Note: Amounts shown for the Maryland Transit Administration exclude availability payments on the Purple Line.

Source: Maryland Department of Transportation; Department of Legislative Services
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Capital Budget
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Capital Budget — All Funds
Fiscal 2021 and 2022

($ in Millions)
2021 2022 Variance

Uses

State Facilities $69.4 $61.6 -$7.8
Health/Social 31.9 58.2 26.3
Environment 514.6 557.2 42.6
Public Safety 56.0 19.9 -36.1
Education 415.8 327.4 -88.4
Higher Education 441.2 411.0 -30.2
Housing/Economic Development 227.2 229.7 25
Local Projects and Legislative Initiatives 123.0 31.9 -91.1
Transportation (WMATA and Howard Street Tunnel) 0.0 146.5 146.5
Subtotal $1,879.1 $1,843.4 -$35.7
Transportation CIP $2,319.6 $1,968.0 -$351.6
Public School Construction (Maryland Stadium Authority) 0.0 520.0 520.0
Total $4,198.7 $4,331.4 $132.7
Funds

General Obligation (GO) $1,095.0 $1,105.0 $10.0
Additional GO from Deauthorizations 13.1 2.4 -10.7
Revenue Bonds 32.0 550.0 518.0
Bond Premiums 136.0 210.0 74.0
General 68.1 23.2 -44.9
Special 440.5 392.1 -48.4
Federal 94.4 80.7 -13.7
Transportation CIP 2,319.6 1,968.0 -351.6
Total $4,198.7 $4,331.4 $132.7

Note: Fiscal 2021 figures are adjusted for $15 million of general fund Board of Public Works reductions and include the proposed use
of $34 million of bond premiums to support deficiency appropriations. Fiscal 2022 figures adjusted to reflect the proposed transfer of
$100.6 million of special fund transfer tax revenues contingent on provisions in the BRFA. Figures include general fund appropriations
for the Historic Revitalization Tax Credit, which is not part of the Governor's annual Capital Improvement Program.

BRFA: Budget Reconciliation and Financing Act

CIP: Capital Improvement Program
WMATA: Washington Metropolitan Area Transit Authority
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Appendix 1

Status of the General Fund

Fiscal 2020
($ in Millions)

Starting Balance

Revenues
BRE Estimated Revenue March 2020
Legislation/Other Adjustments
Fiscal 2020 Closeout

Total

Transfers
Rainy Day Fund
Budgeted Tax Credits
Total

Funds Available

Spending
Fiscal 2020 Allowance
Deficiencies
May 2020 Board of Public Works Reductions
Legislative Reductions to Fiscal 2020
Fiscal 2020 Closeout/Agency Reversions
Net Expenditures

Ending Balance

BRE: Board of Revenue Estimates

51

$18,721.2
15.2
-105.1

$158.0
27.6

$19,418.8
239.4
-120.7
-6.4
-443.6

$974.2

$18,631.2

$185.6

$19,791.0

$19,087.5

$703.5



Appendix 2

Status of the General Fund

Fiscal 2021
($ in Millions)
Starting Balance
Revenues
BRE Estimated Revenue December 2020
Legislation/Other
Total
Transfers

Rainy Day Fund
Transfers from Other Funds
Budgeted Tax Credits

Total

Funds Available

Spending
Fiscal 2021 Legislative Appropriation
July 2020 Board of Public Works Reductions
Deficiencies
Coronavirus Relief Fund Salary Swap
Contingent Reductions
Specific Reversions
Estimated Agency Reversions
Net Expenditures

Ending Balance

BRE: Board of Revenue Estimates
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$18,773.6
-610.2

$54.0
75.7
26

$19,663.2
-394.9
-174.1
-173.4
-100.0
-28.7
-35.0

$703.5

$18,163.5

$155.5

$19,022.5

$18,757.1

$265.3



Appendix 3
Status of the General Fund

Fiscal 2022
($ in Millions)

Starting Balance $265.3
Revenues

BRE Estimated Revenue December 2020 $19,808.2

Legislation/Other 40.1
Total $19,848.4
Transfers

Transfers from Other Funds $110.6

Budgeted Tax Credits 32.9
Total $143.5
Funds Available $20,257.2
Spending

Fiscal 2022 Allowance $20,825.3

Contingent Reductions -726.4

Estimated Agency Reversions -35.0
Net Expenditures $20,063.9
Ending Balance $193.3

BRE: Board of Revenue Estimates
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Appendix 4

State Reserve Fund Activity
Fiscal 2020 and 2021

(% in Millions)
Rainy Day Dedicated Catastrophic
Fund Purpose Acct. Event Acct.
Estimated Balances June 30, 2019 $876.5 $0.0 $2.5
Fiscal 2020 Appropriations $443.8 $215.9 $0.5
Transfer to General Fund -158.0 0.0 0.0
May 2020 BPW Reductions® 0.0 -97.0 0.0
Grant to WMATA 0.0 -75.0 0.0
DHCD Business Loan Repayment 0.0 0.0 0.9
Interest Earnings 14.9 0.0 0.0
Estimated Balances June 30, 2020 $1,177.2 $43.9 $3.9
Fiscal 2021 Appropriations $7.0 $145.0 $0.0
Transfer to General Fund -54.0 0.0 0.0
Governor's Economic Recovery Initiative -250.0 0.0 0.0
July 2020 BPW Reductions? 0.0 -38.0 0.0
Fiscal 2020 POS Transfer to General Fund 0.0 -43.9 0.0
Grant to WMATA 0.0 -97.0 0.0
Cybersecurity Assessments 0.0 -10.0 0.0
Interest Earnings 3.9 0.0 0.0
Estimated Balances June 30, 2021 $884.2 $0.0 $3.9
Fiscal 2022 Appropriations $525.8 $93.9 $0.0
Draw Down Rainy Day Fund to 5%* -422.0 0.0 0.0
Pension Sweeper* 0.0 -25.0 0.0
OPEB Liability Sweeper* 0.0 -25.0 0.0
Transfer to Program Open Space* 0.0 -43.9 0.0
Interest Earnings 3.0 0.0 0.0
Estimated Balances June 30, 2022 $990.9 $0.0 $3.9
Percent of Revenues in Reserve 5.0%

*Reduction contingent on action in the Budget Reconciliation and Financing Act of 2021.

'Cost containment actions adopted at the May 20, 2020 Board of Public Works meeting deleted $62 million in
funding restricted for legislative priorities and reduced funding for the State's contribution to the WMATA capital grant

by

2 Cost containment actions adopted at the July 1, 2020 Board of Public Works meeting deleted $10 million in funding
for cybersecurity assessment and reduced the State's contribution to the WMATA capital grant by $28 million.

DHCD: Department of Housing and Community Development

OPEB: Other Post Employment Benefits
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Appendix 5
Budget Reconciliation and Financing Act of 2021
(HB 589/SB 493)

Mandate Relief

Consumer Protection: Alters the mandate to provide funding for the Office of the
Attorney General financial consumer protection to special funds rather than
general funds.

Cade Funding Formula: Rebases the program in fiscal 2022 and alters the future
formula increases to the level of projected general fund revenue growth.

Sellinger Program: Rebases the program to level fund it in fiscal 2022 and alters
the future increases to 1 percentage point lower than the projected general fund
revenue growth.

Loan Assistance Repayment Program for Foster Care Recipients: Repeals
the mandate for the Maryland Loan Assistance Repayment Program for Foster
Care Recipients and requires the Loan Assistance Repayment Program to serve
foster care recipients.

Maryland Public Broadcasting Commission: Repeals the mandate for the
Maryland Public Broadcasting Commission.

Maryland Health Benefit Exchange (MHBE): Reduces the mandate, from the
premium tax revenue, for MHBE from $35 million to $32 million beginning in fiscal
2022.

Fisheries Research and Development Fund: Repeals, for fiscal 2022 only, the
mandate for the Department of Natural Resources Fisheries Research and
Development Fund.

City of Annapolis: Reduces the mandate for services provided to the State by
the City of Annapolis from $750,000 to $367,000 and eliminates the inflationary
increase that was set to begin in fiscal 2022.

Pension and Retiree Health Sweeper: Eliminates, for fiscal 2022 only, the
mandate to distribute general fund surplus to the State Retirement and Pension
System and to the Post-Retirement Health Benefits Trust Fund.

Maryland State Arts Council: Level funds the mandate for the Maryland State
Arts Council in fiscal 2022 and alters the rate of increase in fiscal 2023 and beyond.
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Transfer Tax Repayment: Alters the repayment of transfer tax revenue to
eliminate the fiscal 2022 repayment and extend the repayment schedule by
one year.

Changes to the Use of Special Funds

Blueprint for Maryland’s Future Fund: Alters the allowable uses of the Blueprint
for Maryland’s Future Fund to include early childhood, primary, and secondary
education costs associated with the COVID-19 pandemic, including one-time
grants to address enrollment declines related to the pandemic and to ensure all
jurisdictions receive an increase over fiscal 2021 (hold harmless grants).

Use of Carefirst Premium Tax Exemption: Alters the use of the Carefirst
premium tax exemption beginning in fiscal 2022, to make the distribution to the
Community Health Resources Commission a cap rather than a floor and make the
distribution to the Senior Prescription Drug Assistance Program a floor rather than
a cap. In addition, grants under the Community Health Resources Commission
Fund are capped beginning in fiscal 2022.

Reinsurance Program Provider Assessment: Requires the transfer of
$100 million in each fiscal year, fiscal 2021 through 2026, from the provider
assessment created for the State Reinsurance Program, to Medicaid.

Bond Premiums: Alters the allowable uses of bond premiums in the Annuity Bond
Fund to include capital projects that were included in previous authorizations of
bonds, capital projects authorized after the issuance of the bonds for
fiscal 2021 through 2023 only, and reducing the principal amount of the issuance
of sales.

Board of Pharmacy Fund Balance: Authorizes a transfer of $500,000 from the
State Board of Pharmacy fund balance to the Office of Controlled Substances
Administration in fiscal 2022.

State Board of Professional Counselors and Therapists Fund Balance:
Authorizes a transfer of $2.0 million from the State Board of Professional
Counselors and Therapists Fund balance to the Behavioral Health Administration
(BHA) in fiscal 2022.

Medical Cannabis Commission Fund Balance: Authorizes a transfer of
$6.0 million from the Medical Cannabis Commission Fund balance to BHA in
fiscal 2022.
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Revenue Actions

] Revenue Volatility: Sets the amount of nonwitholding income tax revenue that
must be subtracted from the general fund revenue estimate to $0 in fiscal 2022 but
does not otherwise change the phase-in to the 2% cap on the adjustment.

J Marketplace Facilitator Revenues: Authorizes the transfer of Marketplace
Facilitator Revenues, otherwise distributed to the Blueprint for Maryland’s Future
Fund, to the Education Trust Fund in fiscal 2021 only to replace current and prior
year revenue shortfalls.

Diversions and Transfers

Fiscal 2021 Fiscal 2022

Transfer Tax Revenues to General Fund $100,567,000
State Unemployment Insurance Fund $30,000,000
Consumer Protection Recoveries $10,000,000

Cost Control or Miscellaneous Provisions

° Senatorial/Delegate Scholarship Program: Requires funds awarded and not
expended within two years in the Senatorial/Delegate Scholarship Program to be
deposited into the Need-Based Student Fina